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ABSTRACT 



Evidence that elementary school children possess 



inadequate economic knowledge is presented, and four arguments are 
outlined for the importance of economics education in the public 
schools: (1) economic knowledge is essential to civic duty in a 
democracy; (2) economic knowledge is important when individuals 
attempt to function rationally in a complex, industrial society; (3) 
economic knowledge is unlikely to be acquired without instruction; 
(4) prior research indicates that children in the earliest grades can 
learn economic concepts if exposed to an appropriate social studies 
curriculum. It is suggested tuat elementary students perform poorly 
on economics achievement tests due to inadequate economics knowledge 
possessed by their teachers. This study is designed to assess 
preservice elementary education teachers' knowledge of economics. 
Form A of the "Test of Economic Literacy" was administered to 113 
students enrolled in social studies methods courses at a southern 
university. This 46-item tf st was subdivided into the following seven 
content areas: the basic economic problem, economic systems, 
microeconomics, macroeconomics, the world economy, economic 
institutions, and concepts for evaluating economic actions and 
policies. Student performance was evaluated and presented in nine 
tables detailing the percentage of correct responses by content area. 
Using 70 percent as the cutoff for a passing grade, only three 
students passed the test. The relationship between teacher knowledge 
and student achievement is discussed, and additional economics 
training for teachers is recommended. A 17-item bibliography is 
included. (GEA) 
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Abstract 

The authors present evidence from the research literature that 
elementary school children possess inadequate knowledge of 
economics. Four arguments are given for the importance of 
economic education in the public schools. It is argued that poor 
pupil performance on economics achievement tests might reflect 
vacuous social studies texts in the primary grades and an 
inadequate stock of economics knowledge possessed by teachers. 
Data from the present study support the latter claim; the mean 
score for this sample of preservice teachers was less than 50% on 

the laaj af S iS Literacy. It is then argued that providing 

teachers with additional training in economics could increase the 
stock of economic knowledge possessed by their students. 
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Preservice Elementary 
Education Majors Knowledge of Economics 

Eighteen years ago, McKenzie (1970) found that children in 
grades four and seven had "grosrly distorted" economic knowledge. 
Many believed that God controlled the price of goods, that most 
factories and stores were owned by the government, that the 
government rationed goods such as bubble gum, that average 
citizens would be better off if they had a machine for printing 
money, and that a house cost about $100. Recent attacks on the 
public schools echo the belief that American children are 
undereducated in all academic subjects, including history and the 
social sciences (Magnet, 1988). Prior research by the current 
authors (Larkins, HawKins , & McKinney, 1985) supports that belief. 

Should the economic ignorance of elementary school children 
trouble us? We think so, for several reasons. First, economic 
knowledge is essential to civic duty in a democracy. Public 
issues that citizens have the right and duty to address have 
economic causes and consequences. Rational decisions about public 
policy concerning the national debt, foreign aid, social welfare 
programs, military spending, and taxes cannot be made out of a 
fund of economic ignorance . Second , publ ic pol icy aside , economi c 
knowledge is important when individuals attempt to function 
rationally in a complex, industrial society. Decisions about 
career goals, employment, family finances, savings, investment, 
and retirement can be informed by economic knowledge. Third, 
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economic knowledge is unlikely to be acquired without instruction. 
We cannot depend on economic ignorance to be self -correct ing . 
Fourth, prior research (Larkins, 1968) indicates that children in 
the earliest grades can learn economic concepts if exposed to an 
appropriate social studies curriculum. 

How might we account for children's lack of knowledge of 
history and the social sciences in general, and economics in 
particular? Children's economic knowledge, like other 
achievement, is influenced in part by variables which are not 
controlled by schools, such as the academic ability of the child, 
out-of-school experience, and family history. Two important 
variables, however, are obviously related to schooling — the 
curriculum, including textbooks, that children are required to 
study, and the stock of knowledge possessed by teachers, 

A recent study (Larkins, Hawkins, & Gilmore, 1987) found that 
social studies texts in the primary grades contain vacuous, 
superficial, redundant, and superfluous information. Too often 
texts merely rearrange the information already possessed by young 
children, rather than add to the children's stock of knowledge. 
We are convinced that one reason children are ignorant of 
important social science knowledge, including economics, is that 
texts too often contain little that is worth learning. 

Not all texts are vacuous. The original editions of Science 
Research Associates' elementary social studies series, Our Working 
Wor3 d . contained substantial economic information at all 
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elementary grade levels, including grade one. That series, 
however, is seldom found in public schools today, and none of the 
series that we examined contain the quantity or quality of 
information found in the older SRA texts. We suspect that part of 
the decline in popularity of Our Working World is that elementary 
school teachers are not well-grounded in economics. We believe 
that when teachers lack an adequate knowledge of history and the 
social sciences, they reject texts which contain substantial 
inf ormaiion. 

Is our assumption about elementary teachers' lack of 
knowledge correct? Larkins , Hawkins, and McKinney (1985) examined 
social studies texts in grades one through four, then wrote a test 
to reflect the content of those texts. The test was administered 
to approximately 350 preservice elementary teachers enrolled at 
major colleges in two southern states. If grading scales usually 
applied in the elementary school were applied to this sample of 
preservice teachers, only 3% would have received As, 25% Bs , 39% 
Cs, 23% Ds, and 10% Fs . It should be kept in mind that this 
instrument has content validity for grades onj through four, and 
should be an embarrassingly simple test for college students. 

Kleg (1987) also tested the general social studies knowledge 
of preservice elementary teachers, but his instrument differed 
from Larkins, Hawkins, and McKinney (1985) in that it contained an 
eight-item economics subtest adapted from the Te?t of Economic 
literacy , as well as subtests in history, political science, and 
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geography. The four subtests combined contained 40 items, which 
were administered to 98 students majoring in elementary education 
at a midwestern university. Kleg's sample obtained e mean score 
of 62% on the total test, and averaged 5.13 (66%) on the eight 
items on the economics subtest. 

Although Kleg (1987) extended the findings of Larkins, 
Hawkins, and McKinney (1985), results from an eight-item economics 
test are hardly convincing. Nor should we generalize from 
preservice to inservice teachers. Those concerns are relieved 
somewhat by examining one more study. McKenzie (1971) 
administered the Test of Economic Li teracv to 144 inservice 
teachers in three Virginia school districts. His results were 
similar to those reported m studies summarized above. McKenzie's 
sanple averaged approximately 30 correct answers out of 50 items 
(60%) . 

It is apparent that direct evidence about elementary teachers' 
stock of economics knowledge is limited. Indirect evidence is 
supplied by Walstad and Watts (1985) who reviewed state surveys 
of economic education. An Ohio survey reported that 54% of 
teachers (K-12) had no formal training in economics, and only 25% 
had taken a single course. A survey in Idaho reported that 73% of 
the elementary teachers had never taken an economics course. In 
Wisconsin, 43% of the elementary teachers surveyed had no 
economics cour sework . Virginia requires one economics course for 
elementary certification. In Indiana, 75% of the fifth-grade 
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teachers had taken no more than one economics course* Walstad 
and Watts (1985) summarize their review thus: "In general, the 
surveys of elementary teachers found that about half had no course 
work and another 25% percent had taken just 1 course" (p. 139). 

Clearly, information about the economic knowledge possessed 
by elementary teachers is limited. Additional information is 
needed. The current study addresses that problem. 

Procedures 

Sample 

One hundred-thir teen students who attended a university 
located in a southern state and were enrolled in sections of a 
social studies methods course composed the sample- All subjects 
were female, and most were white. Approximately 10% were 
classified as nont radi t ional in that they were over the age of 22. 
The economics test contained a bibliograhic section which included 
an item concerning prior economics instruction- Approximately 90% 
of the subjects either left that item blank or checked "no". 
Ins tumentat ion 

Data were gathered using the 46-item, Form A, of Test of 
Economic Literacy , which is published by the Joint Council on 
Economic Education (Soper, 1979). In 1977 the Joint Council 
released a major report by the National Task Force on Economic 
Education, the Master Curriculum Guide for the Nation's Schools , 
part 1, A Framework for Teaching Economics : Basic Concepts . In 
recent years, major curriculum efforts for the public schools, K- 
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12, have been based on that framework. Test of Economic Literacy 
is an updated version of the older Test of Economic Understanding , 
and is based on the JCEE Framework . Validity of the TEL is 
discussed in several publications, including Soper (1979) and 
Walstad and Buckles (1983). The alpha for both forms of the TEL 
is reported as .87 (Walstad & Buckles, 1983, p. 17). The test is 
subdivided into the following seven content areas: <a) the basic 
economic problem, <b) economic systems, <c) microeconomics: 
resource allocation and income distribution, <d> macroeconomics: 
economic stability and grovth. <e) the world economy, <f) economic 
institutions, and <g> concepts for evaluating economic actions and 
policies. Three of these content areas have only one or two 
items . 

Findings 

The frequency of the number of correct responses are 
presented in Table 1. Scores ranged from six correct responses to 
37 correct responses. Fifty-two percent of the students responded 
correctly *.o 21 or less of the 46 items. Using the traditional 
70% cutoff for a passing grade, only three students would have 
passed the test. The mean raw score was 21.68 with a standard 
deviation of 6.67. 



Insert Table 1 about here 



The number of correct responses by item for the university 
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sample and the percentage of correct responses for the university 



sample, high school students who had taken an economics course, 
and high school students who had not taken an economics course are 
presented in Table 2. On only 20 items did 50% or more of the 
students respond correctly. When compared to the high school 
students (n=8,660), it is clear that the college sample scored 
slightly better than high school students who had not taken an 
economics course. However, the university students' performance 
was inferior to the high school students who had taken an 
economics course. If we take into account chance correct 
response, it is clear that substantially less than half of the 
university students could respond correctly to items on this 
instrument . 



The percentage of correc t responses for the four questions 
that measured "the basic economic problem' 1 are presented in 
Table 3. Nearly one-half of the students responded correctly to 
only one of the four questions. Eighty-four percent of the 
students knew that as income increases, the rate and the amount of 
taxes increase. Only 51% knew that every economic system has to 
deal with the problem of scarcity. Only 16% could identify 
examples of land, labor, and capital. Forty percent could 
recognize an example of opportunity cost. 



Insert Table 2 about here 
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Insert Table 3 about here 



Six questions are related to the second content area, 
economic systems. Slightly over 40% of the students responded 
correctly to half of these items (see Table 4). Approximately 70% 
knew thai, active competition is essential to a market economy, 
that locations benefit from specialization and exchange, and that 
the purpose of profits is to provide incentives for businesses to 
produce what consumers want. Approximately 50% knew that higher 
rents will most likely lead to an increase in the supply of rental 
housing over time. Approximately 50% knew that all economic 
systems h?ve to answer uhe question as to what goods and services 
will be produced, and specialization and exchange A/ill most likely 
lead to the production of more goods and services. 



Insert Table 4 about hare 



Fourteen iterus are related to the third content area, 
microeconomics: resource allocation and income distribution. 
Performance was best on two items. The first is related to the 
law of supply and demand. The second tests for belief that an 
increase in wages for teenagers would result in fewer teenagers 
being hired. Performance was poor on items related to pricing 
within an oligopolistic industry, the effect of a monopoly on 
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efficiency, the most likely cause of low income within the United 
States, and recognition of a progressive income tax (see Table 5). 



Insert Table 5 about here 



There are 14 items related to macroeconomics, the 
fourth content area. Students performed well on only one item- 
that the gross national product is the 'jingle best measure of the 
total economic output in the United States. Only 20% of the 
students knew that lenders would be hurt more by unexpected 
inflation than would farmers, debtors, or manufacturers; and that 
the Federal Reserve Board generally tries to increase the money 
supply when it wants to fight unemployment (see Table 6). 



Insert Table 6 about here 



Only one item is related to the fifth content area, the world 
economy. Twer ty-nine percent of the students responded correctly 
to this item. This question is concerned with the relationship 
between tariffs and employment within protected industries (see 
Table 7) . 



Insert Table 7 about here 



Two questions are related to the sixth content area, 
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economic institutions. Fewer than half of the students responded 
correctly to either of these items (see Table 8). One item tests 
the advantage of the corporate form of business organization. The 
other item tests whether labor unions strenghtened the bargaining 
power of unionized workers. 



Insert Table 3 about here 

Two questions are related to the seventh content area, 
concepts for evaluating economic actions and policies. 
Anoroximately 94% of the students missed one or both of these 
items (see Table 9) . 



Insert Table d about here 

Taken as a whole, results of this study can summarized through 
simple descriptive statistics. The mean ra w score for our sample 
was 21.68 out of 46 items. The standard deviation was 6.67. 
Percent of correct response by item ranged from 14.2 to 83.3. On 
the average, approximately 47% of our sample of preservice 
teachers correctly responded to questions on the TEL- If we take 
into account ctu.nce correct responses, it is clear that 
substantially less than half of our subjects could respond 
correctly to items on this instrument. 
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Discussion 

It is difficult to escape the conclusion that preservice 
elementary teachers in our sample do not possess an adequate stock 
of economic knowledge to teach the concepts in the Master 
Curriculum Guide recommended by the Joint Council on Economic 
Education. Should we, therefore, recommend that additional 
training in economics be required of elementary school teachers? 
Our answer depends, in part, on whether such training improves the 
economic knowledge of elementary school children. Would greater 
teacher knowledge lead to increased student knowledge? Several 
studies reported in the literature are relevant. Based on limited 
evidence, the answer appears to be "yes", 

Walstad and Watts (1985) conducted a statewide study 
involving over 150 schools in Indiana, Economics achievement data 
were gathered at four grade levels — 5, 8, 11, and 12. Among his 
findings, Watts reported that pupil achievement was related to the 
time-lapse since the last economics course taken by teachers. The 
more recent the course, the higher the pupil achievement. 

Buckles and Freeman (1984) analyzed "the effect of a 
traditional comprehensive K-12 DEEP project at all grade levels 
over a three-year period in one school district" (p. 5). They 
assessed the effect of the DEEP program on student achievement, 
but did net separate the effects of teacher training on pupil 
achievement from the direct effects of the curriculum. 
Nevertheless, they concluded: "This study does demonstrate that 
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a traditional DEEP process of in-service training and curriculum 
change can be extremely effective in increasing economic 
understanding ..." (p. 19) . 

Chizmar and McCarney (1984) evaluated the implementation of 
"Trade-Of f s" . Teachers in the sample received either a one-day 
workshop, a three-day workshop, a semester workshop, or no 
training. The total sample included 555 students in grades four, 
five, and six. The original sample contained approximately 1,200 
students, but data for more than 600 were incomplete. Students of 
teachers who received the semester workshop outscored students of 
teachers who received the one-day workshop by an average of 11.86 
points. Students of teachers who received the three-day workshop 
outscored students of teachers who received the one-day workshop 
by an average of 3.11 points. In' this study, the effect on pupil 
achievement of teacher training in economics appears clear-cut. 
Other studies, using a variety of samples and research designs 
also indicate a positive relationship between teacher knowledge of 
economics a d pupil achievement (Schober, 1984; Highsmith, 1974; 
Thornton & Vrdeveld, 1977; Walstad, 1980). We located one study 
which found no relationship between teacher knowledge and pupil 
achievement (Lawson & v 'Donnell, 1986). 

We recommend that school districts, state departments of 
education, and colleges of education which accept the arguments 
in favor of economic education in the elementary grades require 
additional training in economics for teachers. 
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Table 1 

Frequency of Correct Responses 



Correct 




Responses 


Freauencv 


6 


1 


9 


1 


10 


2 


11 


2 


12 


4 


13 


2 


14 


1 


15 


7 


16 


9 


17 


4 


18 


8 


19 


3 


20 


5 


21 


10 


22 


7 


23 


2 


24 


7 


25 


5 


26 


7 


27 


3 


28 


5 


29 


4 


30 


1 


31 


2 


32 


2 


33 


5 


34 


1 


36 


1 


37 


2 


Total 


113 



Cumulative 



Percent 


Percent 


.9 


.9 


.9 


1.8 


1.8 


3.5 


1.8 


5.3 


3.5 


8.8 


1.8 


10.6 


.9 


11.5 


6.2 


17.7 


8.0 


25.7 


3.5 


29. 2 


7.1 


36. 3 


2.7 


38. 9 


4.4 


43.4 


8.8 


52. 2 


6.2 


58.4 


1.8 


60.2 


6.2 


66.4 


4.4 


70.8 


6.2 


77.0 


2.7 


79. 6 


4.4 


84. 1 


3.5 


87.6 


9 


88.5 


1 . 


90.3 


l.L 


92.0 


4.4 


96.5 


.9 


97.3 


.9 


98. 2 


1.8 


100.0 


100.0 
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Table 2 

Number of Correct Responsps by Item 







Universitv 




Hiah School 


if tern 
l 


content 


No. Correct Percent 


With 


Wi thout 


tfasic economic irroDiem 


16 


14.2 


?n 8 


4 8 


2 


Basic Economic Problem 


51 


45 1 


60 . 1 


40 . 1 


3 


Basic Economic Problem 


4fl 
*« u 


35 4 


41 . 9 


19 1 


4 


Economi c Sys terns 




51 3 


71 0 


51 8* 


b 


Economic Systems 


76 


67 3 


67 . 2 


53 6 


D 


Economi c Sys terns 


79 




70 . 2 


56 5 


7 


Economic Systems 


57 


o u ♦ o 


55 7 


44 3 


Q 

O 


Economic Systems 


7fl 




62 1 


54 9 


9 


Economic Systems 


59 


52.2 


52 5 


48 8 


1 U 


Mi cr oeconomi cs 


42 


37 P 

Or • 6 


40 7 


30 . 4 


1 1 


wi c r oeconomi cs 


56 




53 9 


47 8 


1 o 


Mi cr oeconomi cs 


57 


5 fl 4 




46 3 


1 o 
1 o 


Mi cr oeconomi cs 


76 


67 3 


72 4 


63 2 


1 A 
1 4 


fix cr oeconomi cs 


fit 


71 7 


57 . 6 


52 5 

\J Ct • \J 


1 D 


Mi c r oeconomi cs 


93 


82 3 


81 2 


75 . 4 


1 A 
1 D 


Mi cr oeconomi cs 


74 


65 .5 


63 1 


53 0 




rii cr oeconomi cs 


60 


53.1 


49.5 


38 . 8 


1 A 


fM "i f* <**» q (-in f \ m ire 

nicrocC onomi c s 


44 


38 9 


50 . 6 


35 . 9 


1 Q 


Basic Economic Problem 


84 


7 At . 3 


81 8 


78 . 4 


o n 
<5U 


rii c r oeconomi cs 




33 6 


44 . 0 


35 . 4 


P 1 

C 1 


rii croec onom ics 


24 


21.2 


30.2 


IC . 6 




rii cr oeconomi cs 


69 


61.1 


69 . 7 


60 0 


6 0 


wi c r oeconomi cs 


57 


r> U • *m 


49 . 9 


41 . 0 




rii cr oeconomi cs 


53 


46 9 


54 7 


45 . 9 




Mac roe c onomi cs 


61 




65 6 


53 . 0 


Oft 


Mac r oeconomi cs 


A3 


73 5 


7fl 9 


55 6 


07 


Mac r oeconomi cs 


7n 


61 9 


69 3 


59 . 3 


CO 


Mac r oeconomi cs 


52 


46 n 


53 6 


44 7 




uoncep t s i or c*vaiuat mg 


31 


27 4 


46 5 


33 . 7 


o U 


Mac r oeconomi cs 


23 


Pfl 4 


32 8 


20 5 

Ct SJ . w 


o 1 


Mac r oeconomi cs 


CO 

o o 


^ 1 3 


53 2 

%J *J * Ct 


4fl 2 


o a 


Mac r oeconomi cs 


7? 


63 7 


7fl 5 


55 n 


o o 
o o 


Mac roe c onomi cs 




38 9 


r n 9 


3^ 9 


o4 


Mac r oeconomi cs 


P3 


on A 
£ u • ft 


36 . 7 


24 . 1 


O D 


riac r oeconomi cs 


39 


34 5 


39 5 


3 *3 1 
O O • x 


3d 


Macr oeconomi cs 


D 4 


fk / • O 


54 9 


43 8 


O / 


Mac r oeconomi cs 


39 


34.5 


oo • 1 


CtO * f 


38 


Macroeconomics 


41 


36.3 


35.7 


30.0 


39 


Macroeconomics 


49 


43.4 


46.6 


34.8 


40 


Mac r oeconomi cs 


50 


44.2 


40.4 


25.3 


41 


Macroeconomics 


44 


38.9 


44.5 


30.0 


42 


Macroeconomics 


37 


32.7 


41.4 


21.5 


43 


The Wo.rld Economy 


33 


29.2 


43.3 


29.8 


44 


Ec onomi c Instituti ons 


43 


38.1 


42.6 


29.8 


45 


Concepts for Evaluating 


29 


25.7 


20.0 


20.9 


46 


Economic Institutions 


51 


45.1 


44.6 


32.5 
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Table 3 

Percentage of Correct Responses bv Content Area: The Basi c 
Economic Problem 



Number of 



Correct 
Responses 


Freauencv 


Percent 


Cumulat ive 
Percent 


0 


7 


6.2 


6.2 


1 


48 


42.5 


48.7 


2 


36 


31.9 


80.5 


3 


17 


15.0 


95.6 


4 


5 


4.4 


100.0 


Total 


113 


100.0 





Mean=l .690 

Standard Deviations . 955 
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Table 4 

Percentage of Correct Responses bv Co ntent Area: Economic System; 



Number of 

Correct Cumulative 

Responses Frequency Percent Percent 

0 2 1.8 1.8 

1 10 8.8 10.6 

2 16 14.2 24.8 

3 19 16.8 41.6 

4 33 29.2 70.8 

5 22 19.5 90.3 

6 11 9.7 100.0 
Total 113 100.0 



Mean=3 .60 2 

Standard Deviation=l . 503 



ERIC 
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Table 5 

Percentage of Correct. Respo nses bv Content Area: Microeconomics; 
R ^m^rce Allocation and In ^nt^e Distribution 



Number of 

Correct 
Responses 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
Total 



Frequency 
2 
5 
9 
8 
12 
15 
2 
9 
21 
12 
11 
5 
1 
1 

113 



Percent 
1.8 
4.4 
8.0 
7.1 
10.6 
13.3 
1.8 
8.0 
18. 6 
10.6 
9.7 
4.4 
.9 
.9 

100.0 



Cumulative 
Percent 

1.8 

6.2 
14.2 
21.2 
31 .9 
45. 1 
46.9 
54.9 
73.5 
84. 1 
93 .8 
98.2 
99.1 
100.0 



ERIC 



Mean=7.292 

Standard Deviation=3 . 067 
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Table 6 

Percentage of Correct Responses b v Content Area: Macroeconomj cs • 
Economic Stability and Growth 

Number of 

Correct Cumulative 



fissDonsfls 


Freauencv 


Percent 


Perce 


1 


1 


.9 


.9 


2 


1 


.9 


1.8 


3 


6 


5 . 3 


7.1 


4 


5 


4.4 


11.5 


5 


10 


8.8 


20.4 


6 


17 


15.0 


35.4 


7 


17 


15.0 


50.4 


8 


24 


21 .2 


71.7 


9 


9 


8.0 


79.6 


10 


9 


8.0 


87.6 


11 


7 


6.2 


93.8 


12 


5 


4.4 


98.2 


13 


1 


.9 


99.1 


14 


1 


.9 


100.0 


Total 


113 


100.0 





Mean=7.425 

Standard Deviation=2 . 503 



24 



Economics 
24 

Table 7 



Percentacre 


of Correct ResDonses 


bv Content 


Area: The World 


Economy 


Number of 








Correct 






Cumulative 


Response? 


Freauencv 


Percent 


Percent 


0 


80 


70.8 


70.8 


l 


33 


29.2 


100.0 


Total 


113 


100.0 





Mean= . 292 

Standard Deviations . 457 



ERIC 
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Table 8 

Percentage of Correct Responses bv Content. Area: Economic 
Institutions 



Number of 
Correct 

0 

1 

2 

Total 



Frequency 
41 
50 
22 
113 



Percent 
38.3 
44.2 
19.5 
100.0 



Cumulative 

Percent 

36. 3 
80.5 
100.0 



Mean=.832 

Standard Deviy.tion= .731 



ERIC 
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Table 9 

Number of Correct Responses bv Content Area: Concepts for 
Evaluating Econom ic Actions and Policies 



Number of 








Correct 






Cumulative 


Responses 


Frecruencv 


Percent 


Percent 


0 


60 


53.1 


53.1 


1 


46 


40.7 


93.8 


2 


7 


6.2 


100.0 


Total 


113 


100.0 




Mean= .531 








Standard Deviat 


ion= .631 








2 7 



